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WORLD BANK AND IMF
ACTIVITIES IN AFRICA

TUESDAY, MAY 15, 2001,

U.S. HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON INTERNATIONAL MONETARY
PoLicy AND TRADE,
COMMITTEE ON FINANCIAL SERVICES,
Washington, DC.

The subcommittee met, pursuant to call, at 2:06 p.m., in room
2128, Rayburn House Office Building, Hon. Doug Bereuter,
[chairman of the subcommittee], presiding.

Present: Chairman Bereuter; Representatives Roukema, Ryun,
Green, Shays, Capito, Sanders, Watt, Carson, Lee, Sherman, and
Bentsen.

Chairman BEREUTER. The hearing will come to order.

The Subcommittee on International Monetary Policy and Trade
meets today in open session to receive testimony to conduct over-
sight of the World Bank and the International Monetary Funds’
activities in Africa.

There’s much that’s going on in Africa now. It’s receiving some
of the attention I think it richly deserves. And this subcommittee
intends to play a major constructive part in that discussion and in
proposals that are being put forth. In particular today, we are
going to focus on poverty alleviation, HIV/AIDS, and the debt relief
issues in Africa. Today’s distinguished panel should provide a basis
for an objective view on the activities of the World Bank and the
IMF in Africa.

This is the second subcommittee hearing on the subject of Africa.
On April 25, the subcommittee conducted a hearing on the African
Development Banking Fund, the region’s multilateral development
banks.

With respect to today’s hearing, it’s well known that the United
States was a leading founder and continues to be the largest con-
triblclltor to both the World Bank and the International Monetary
Fund.

The Secretary of the Treasury and his representatives are re-
sponsible for implementing the U.S. policy toward these jurisdic-
tions and institutions.

As required by the fiscal year 1999 Omnibus Appropriation Act,
Secretary of the Treasury Paul O’Neill will testify before the Full
House Financial Services Committee on efforts to reform
international financial systems and the international financial in-
stitutions. And that’s on Tuesday, May 22nd.
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Today’s hearing should provide valuable information on the ac-
tivities of the World Bank and the IMF in preparation for the up-
coming Full Committee hearing.

The United States, with the urging and support of the U.S. Con-
gress, has been a key supporter of reform efforts at the inter-
national financial institutions. Our goals have included increasing
the transparency of the financial institutions and promoting great-
er financial disclosure by member countries.

The U.S. has urged that the Bank and the Fund focus on crisis
prevention and on the importance of developing strong, open finan-
cial systems with better debt management policies.

Most relevant to this hearing, this hearing’s primary topics is the
fact that the U.S. has urged the international financial institutions
to focus their resources for the world’s poorest countries on key pri-
orities such as education, health care, and economic and govern-
ment reform, insisting that poverty reduction and economic growth
be the central goals of these countries’ economic programs.

Moreover, this hearing on the World Bank/IMF activities in Afri-
ca is very timely, I think, for at least two different reasons.

First, the Joint World Bank/IMS spring meetings were just com-
pleted in this city during the weekend of April 28th. At these
spring meetings, members of the World Bank and the IMF empha-
sized ways to coordinate their activities, effectively focus their re-
sources on helping the poorest countries, and combat the HIV/AIDS
pandemic.

Second, last week, yes, Friday, President George W. Bush
pledged an initial $200 million for fiscal year 2002 for a new global
fund to fight the HIV/AIDS pandemic, which will be discussed
ater.

Before introducing our very distinguished panel of witnesses, 1
want to briefly mention three recent actions or initiatives which,
among others, are important to today’s subcommittee hearings: cur-
rent World Bank and IMF activities in Africa; the Highly Indebted
Poor Countries Initiative HIPC; and the HIV/AIDS initiatives.

First, with respect to the activities in Africa, the World Bank’s
primary mission is economic development of poverty alleviation.
The mission supports the international community’s commitment
to reduce the proportion of people living in extreme poverty by at
least one-half between 1990 and 2015.

In order to accomplish this goal, the World Bank’s current Africa
portfolio is just over $13 billion with the new commitments in fiscal
year 2000 of $2.2 billion.

With respect to the IMF, the mission of this organization is to
promote exchange rate stability and to provide loans conditioned on
economic reform to countries that are facing economic problems.

The IMF provides concessional lending through its Poverty Re-
duction and Growth Facility, the PRGF, the IMF PRGF’s program
supports economic policy programs in some 20 Sub-Saharan coun-
tries, which is roughly half the countries in the region.

I'm interested in hearing from our witnesses, particularly Dr.
Westin, regarding the impact of the PGRF’s activities in Africa.

Second, the Highly Indebted Poor Countries HIPC initiative has
provided both bilateral and multilateral debt relief to eighteen
countries in Sub-Saharan Africa.
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The U.S. and other donor countries have pledged to provide 100
percent bilateral debt relief to the HIPC countries.

Furthermore, this initiative also includes World Bank and IMF
multilateral debt relief to the HIPC countries.

It is important to note that Congress has already fully author-
ized and appropriated funding for the U.S. bilateral debt relief.
However, further authorization and appropriations for the World
Bank/IMF multilateral debt is still needed to complete the U.S.
pledge of $600 million to the HIPC Trust Fund.

The Administration has requested that $224 million be appro-
priated for fiscal year 2002, with $165 million required to be au-
thorized for fiscal year 2002.

Since this subcommittee has jurisdiction over multilateral finan-
cial institutions, we need to authorize this additional $165 million
figure.

Third, with respect to HIV/AIDS, the World Bank has recently
become more active in the fight against this deadly plague.

However, obviously much more remains to be done. For example,
UNAIDS, which is testifying today, has estimated that 36 million
people are now living with HIV/AIDS. Seventy percent of these peo-
ple are in Sub-Saharan Africa.

Last Friday, President Bush pledged an initial $200 million to a
global trust fund to combat HIV/AIDS.

In addition to the President, U.N. Secretary General and the
President of the World Bank have called for the creation of Inter-
national Fund. This fund will focus on prevention and treatment of
HIV/AIDS.

The Administration has said it will work with our allies in the
GA and different private foundations, corporations, faith-based
groups to increase support for this global fund.

To assist the subcommittee in examining these issues, I'm
pleased we will have the opportunity to hear from our distin-
guished panel of witnesses which are at the suggestion of the ma-
jority and minority.

First, Dr. Susan Westin will testify. She’s the Managing Director
for International Affairs and Trade for the General Accounting Of-
fice, GAO.

In May 2001, at the request of Senator Helms, GAO published
a report entitled “International Monetary Fund: Few Changes Evi-
dent In Design of New Lending Programs For Poor Countries.” In
addition, GAO has issued a number of reports on HIPC debt relief
initiative.

Next, Dr. Nancy Birdsall of the Carnegie Endowment for Inter-
national Peace will testify. Dr. Birdsall is the Senior Associate and
Director of the Economic Reform Project at Carnegie.

Dr. Birdsall has extensive experience with a wide array of multi-
lateral financial institutions. She has held previous management
positions at the World Bank, including Director of the Policy Re-
search Department, where her focus included African poverty.

Our third distinguished panelist is Dr. James Sherry, M.D., PhD,
of the dJoint United Nations Program On HIV/AIDS -called
UNAIDS.
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Dr. Sherry is the Director of Program Coordination of UNAIDS,
also testified before the former House Banking Committee in
March of 2000.

Subsequently, Dr. Dyna Arhin-Tenkorang, a citizen of Ghana,
will testify. She is with the Harvard Kennedy Schools Center for
International Development and a member of the World Health Or-
ganization’s Commission on Macroeconomics and Health. Addition-
ally, she advises on issues of developing country public health sys-
tems.

Lastly, the Reverend Doctor Leon Spencer, the Executive Direc-
tor of the Washington Office on Africa will testify. Dr. Spencer is
an Episcopal priest with extensive experience in Africa.

As Executive Director, Dr. Spencer has given considerable atten-
tion to debt cancellation and he was an active member of Jubilee
2000 USA’s Steering Committee.

We absolutely welcome the distinguished panelists to our hearing
today. As I mentioned this subcommittee I think has a broad con-
sensus that we intend to be active and constructive on issues of
poverty and HIV/AIDS relief, for example, in Africa.

Without objection, your written statements will be included in
their entirety in the record. And I have a request that the GAO tes-
timony supporting documents accompanying the testimony today
be entered in the subcommittee record.

Without objection, that will be the order.

Now I'm pleased to turn to our distinguished Ranking Minority
Member, the gentleman from Vermont, Mr. Sanders, for his open-
ing comments.

[The prepared statement of Hon. Doug Bereuter can be found on
page 52 in the appendix.]

Mr. SANDERS. Thank you very much, Mr. Chairman, and we’re
delighted that our guests are with us today for what I think is a
very important hearing on arguably one of the major crises and
issues facing humanity today.

So I thank you very much, Mr. Chairman, for calling this hearing
and for focusing on this issue of enormous consequence.

Africa today, as I think all of us know, is facing many crises,
from extreme poverty to HIV/AIDS that threaten the very future
of that continent.

Concentrated in Sub-Saharan Africa, the poorest, the most heav-
ily indebted countries in the world, are getting even poorer. Twenty
years ago, the average per-person real income in Sub-Saharan Afri-
ca was a meager $400 a year. It is tragic that today that average
income has declined significantly. Half the people of the sub-con-
tinent struggle to survive on less than a dollar a day.

So this is a huge crisis and it is appropriate that this sub-
committee focus on it.

Poverty in Africa has been compounded by the HIV/AIDS pan-
demic that is ravaging the continent. Twenty-five million people in
Africa are living with HIV/AIDS. That disease has orphaned 13
million children in that continent.

Yet, of the 25 million people in Africa who live with the HIV/
AIDS virus, and the three-to-four million who are dying from
AIDS, only about 10,000 have access to the anti-retroviral drugs
they need to fight the disease.
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In my view, this subcommittee and this Congress must demand
that the pharmaceutical industry, composed of some of the most
profitable companies in the world, accept its moral responsibility to
help alleviate this crisis.

I am pleased that the pharmaceutical industry recently dropped
its 3-year lawsuit against the South African law to allow that gov-
ernment to import affordable medicines and increase the use of ge-
neric drugs in its fight against the deadly HIV/AIDS virus.

And recently, as you know, several foreign drug manufacturers
have begun marketing generic versions of life-saving AIDS drugs at
fractions of the prevailing cost.

For example, one year’s supply of GloxoSmithKline’s Combivir, a
drug used to treat HIV/AIDS, costs about $7,000 in the United
States. Cypla, Ltd., an Indian company that manufactures generic
drugs—Mr. Chairman, as I mentioned, I hope at some point we can
have the president of that company here before this sub-
committee—is selling a generic version of that drug at $275 com-
pared to the $7,000 that is being charged in the United States.

Clearly, common sense suggests that when you have people liv-
ing on $300 a year, they are not going to be paying 57,000 for
drugs. And we have got to work with the pharmaceutical industry
in this country and manufacturers around the world, to demand
that medicine is made available to people in Africa at a price that
they can afford.

The United States Congress, as well as the rest of the world,
must work as hard as we can to address the HIV/AIDS crisis in
Africa and elsewhere.

President Bush, last Friday, committed to providing $200 million
in the fight against global HIV/AIDS. That is a step in the right
direction, but public health experts have said Africa alone needs
$10 billion a year to effectively address the HIV/AIDS pandemic.

So the President has started the effort but clearly we need to go
a great deal further.

Africa needs more resources to have any hope of containing and
defeating HIV/AIDS and that is something that we, as a sub-
committee, can do to significantly improve the ability of the African
people to win the fight against poverty and HIV/AIDS.

We should call on the World Bank and the IMF to cancel the
deb‘ia that they are owed by the impoverished countries of the
world.

In my view, it is unacceptable that many African countries today
are forced to spend more on debt repayments than they will spend
on health care for their people when they are suffering one of the
great health care crises of our time.

Zambia, one of the world’s poorest countries, will send $89 mil-
lion in debt servicing to the IMF, $89 million, and the World Bank
this year, while it spends only $76 million on its health care budg-
et. More going to the IMF for debt payment than going into health
care.

Meanwhile, 14 percent of Zambia’s children have been orphaned
by AIDS. This is an unacceptable equation.

And Zambia, Mr. Chairman, is a country that is currently par-
ticipating in the World Bank and IMF Debt Relief Program known
as Heavily Indebted Poor Countries, HIPC.
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Clearly, the HIPC program of debt reduction has not lived up to
its promise. According to a recently released report by the U.S.
GAO, which we will hear about today, the current IMF and World
Bank debt reduction program is likely to leave the HIPC countries
just as highly indebted as they were when that program was
begun.

Again, I think that this is unacceptable. We need to change that.
We should call on the World Bank and the IMF to write off the
debts of Africa and the world’s most impoverished nations.

Some will question whether the IMF and the World Bank can af-
ford to write off these crippling debts; I believe they can.

The United States and the world’s most developed countries have
promised to completely cancel virtually all debts owed to them by
the most heavily indebted poor countries in Africa and around the
world. But the IMF and the World Bank have agreed only to re-
duce, not cancel—but reduce, the debts owed to them by about half.
They can and must be asked to do much more than that.

Experts who have considered proposals to cancel the debts that
the world’s poorest countries owe to the IMF and the World Bank
have concluded that the resources for such debt cancellation al-
ready exist at the World Bank and the IMF.

Adam Lerrick, formerly with Credit Suisse First Boston, and the
International Financial Institution Advisory Commission, known as
the Meltzer Commission, which I know you were active in forming,
Mr. Chairman, has said that the IMF, the World Bank, and the Re-
gional Development Banks have $633 billion in effective capital
and $60 billion in provisions for loan losses and reserves. This is
more than enough to cover the cost of writing off the entire $32 bil-
lion of effective debt that the poorest countries owe to these institu-
tions.

According to Lerrick, the cost of writing off the effective debt
held by the IMF, the World Bank, and two largest regional devel-
opment banks is just five percent of their effective capital, and
about half of their provisions for losses and reserves.

Cancelling the debts owed by impoverished countries to the
World Bank and the IMF would free significant resources available
to fight poverty and disease in Africa and to allow African govern-
ments to provide for the health care, education, clean water, and
other basic needs of their people.

I believe the World Bank and the IMF have the resources to re-
move the burden of crippling debt from the world’s poorest nations.
They only lack the vision and the will. And it is our job to give
them that vision and will.

I look forward to hearing from our witnesses about the role of the
IMF and the World Bank in addressing the crises of poverty debt
and HIV/AIDS in Africa.

And thank you again, Mr. Chairman, for calling this important
hearing.

[The prepared statement of Hon. Bernard Sanders can be found
on page 60 in the appendix.]

Chairman BEREUTER. Thank you very much, Mr. Sanders.

Under the Committee rules, any Member is allowed an opening
statement of 3 minutes.

Are there Members who wish to be heard?



Ms. Lee, you are recognized.

Ms. LEE. Thank you, Mr. Chairman.

First I want to thank you and our Ranking Member for holding
today’s hearing. This is very timely, especially in light of the chal-
lenges and poverty crippling economies especially in Africa, which
of course are exacerbating the crisis as it relates to HIV/AIDS.

As we know, each day over 6,000 or 7,000 people in Africa die
from AIDS. In many African nations, people live on less than $1
dollar a day. Yet, addressing the AIDS crisis through education
and treatment will cost billions each year.

I'm very concerned about increasing the burden of debt by pro-
viding additional loans as an option through the World Bank and
the IMF.

Last year, it’s my understanding the World Bank announced a
$500 million loan program for Africa to help mitigate the effects of
HIV/AIDS. While I can appreciate the gesture of the World Bank,
I really do disagree with their tactic.

These poor countries must not be forced to incur more debt in
order to provide lifesaving services and options for their people.

Last year, as you know, Mr. Chairman, Congress Leach and I led
a bipartisan effort to establish an international AIDS trust fund at
the World Bank that would provide grants, not loans, to African
nations, civil society, and non-governmental organizations so that
they could respond to the HIV/AIDS crisis.

I'm pleased to say that we are now seeing considerable move-
ment on this initiative in the international community. We here
are working with the Treasury Department, the World Bank and
the Bush Administration, and our international HIV/AIDS part-
ners, to finish the final negotiation of this fund.

And let me just say that last year, $20 million was appropriated
last year for this Global AIDS Trust Fund, though a mere drop in
the bucket, it did at least initiate the concept and the idea in a pool
of money for the trust fund as it relates to HIV/AIDS.

Another aspect of this overall effort, which I hope we discuss
today, must be actually targeted at the IMF. In many countries, as
leaders attempt to develop and implement primary health and edu-
cation programs, they are often forced to pay IMF user fees.

These are really primary services which should be considered a
basic human right and I think we should eliminate user fees.

We introduced a bill last month, Congresswoman Waters and
myself, HR 1567, the Debt Cancellation for HIV and AIDS Re-
sponse Act of 2001, to provide for multilateral debt relief for coun-
tries which make determinations and decisions to invest their re-
sources in providing for strategies that address the HIV/AIDS pan-
demic.

So I am encouraging my colleagues to join us in co-sponsoring
this legislation, because we do want to make it a bipartisan effort.

I want to thank you again, Mr. Chairman, for holding these
hearings today. I hope that we will look at the implications of pro-
viding grants versus loans, as we discuss the role of the IMF and
the World Bank in addressing the HIV/AIDS pandemic.

Thank you very much.

Chairman BEREUTER. Thank you, Ms. Lee.
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We’re on opening statements. Do other Members wish to make
an opening statement?

The gentleman from North Carolina, Mr. Watt.

Mr. WATT. Thank you, Mr. Chairman. I'll be very brief. I did not
prepare an opening statement. Actually, I just came directly here
from the airport.

But I did want to thank the Chairman for holding this hearing
and as I was thinking about it in North Carolina this morning, and
trying to get back, I couldn’t imagine that there could be a more
important subject and hearing being held on the Hill today or any
day than the one we’re having in our subcommittee.

The World Bank, the IMF, and the United States needs to do ev-
erything that is within our power to address poverty and the AIDS
pandemic, and I'm anxious to hear the witnesses and to hear ap-
proaches that might be available and work with the Members of
the subcommittee and the Full Committee to craft an aggressive
approach to this.

Thank you, and I yield back the balance of my time.

Chairman BEREUTER. Thank you, Mr. Watt.

The gentlelady from Indiana, Ms. Carson, is recognized.

Ms. CARSON. I do too thank you very much, Mr. Chairman. I
would like to thank the witnesses that are coming to speak on this
important—I want to specifically point out, Mr. Chairman, how
much I appreciate the focus that you're giving to Africa insofar as
Congress.

Clearly, the crisis facing Africa screams for attention, and as
Members of this subcommittee, we have an enormous responsibility
to do whatever we can do to address the situation.

Countries in Sub-Saharan Africa are the poorest, most heavily
indebted countries in the world. Their poverty is escalating, not-
withstanding, even though many African countries have partici-
pated in the heavily indebted poor countries, many African coun-
tries continue to spend more on debt repayments than they can
spend on health care for their people.

We must challenge ourselves for debt reduction as a model for
providing debt relief to poor countries. Even though the United
States has pledged to provide full bilateral debt relief to HIPCs,
IMF and the World Bank have agreed only to reduce the debt owed
to them by about a half.

We should call on the World Bank, Mr. Chairman and Members
of the Committee and the IMF to write off the debts of Africa’s and
the world’s most impoverished nations.

I have other statements here, Mr. Chairman, that I would like
to have included in the record, but given the brevity of time, I
would defer back the balance of my time and ask your permission
that this would be incorporated as a part of the record.

Chairman BEREUTER. Thank you, Ms. Carson.

Without objection, that will be the order.

[The prepared statement of Hon. Julia Carson can be found on
page 56 in the appendix.]

Chairman BEREUTER. And now we would like to proceed with the
panel. My intention is to complete our hearing by 4:00 o’clock, but
I think we should have time for full presentations and for questions
from Members.



9

So we will allow each of the panelists to have 7 minutes, and
first we’ll hear from Dr. Susan S. Westin, Managing Director for
International Affairs and Trade at the GAO.

I might say, thank you very much for the excellent work you've
been doing for the International Relations Committee on the
former Trust Territories, the Marshall Islands and the Federated
States of Micronesia.

And we welcome this recent initiative that you’ve done for the
Senate Foreign Relations Committee on the IMF.

You may proceed as you wish, and your entire statements in all
cases will be made a part of the record.

STATEMENT OF DR. SUSAN S. WESTIN, MANAGING DIRECTOR,
INTERNATIONAL AFFAIRS AND TRADE, GENERAL ACCOUNT-
ING OFFICE

Dr. WESTIN. Mr. Chairman, Members of the Subcommittee, I'm
pleased to have the opportunity to discuss our assessment of two
important multilateral programs that are intended to help increase
economic growth and reduce poverty in poor countries.

The first program is the Heavily Indebted Poor Countries or
HIPC initiative, which is projected to provide about $29 billion in
i?bt relief to 32 potential recipients, 24 of these in Sub-Saharan

rica.

The objective of the HIPC initiative is to provide recipients with
sufficient debt relief to resolve their debt problems and free up re-
sources that will be spent for poverty reduction.

The second program is the IMF’s concessional lending facility
known as the Poverty Reduction and Growth Facility. One purpose
of this facility is to foster lasting economic growth leading to higher
living standards and a reduction in poverty. Both programs require
recipient countries to prepare country-owned poverty reduction
strategies which are to be developed with the participation of civil
society.

Today, I will highlight two major challenges confronting these
programs. First, even with debt relief and continued concessional
lending, many poor countries face the challenge of achieving strong,
sustained economic growth well in excess of historical growth rates
to resolve their debt problems and to graduate from the
concessional lending program.

The second challenge for these countries is in preparing com-
prehensive, country-owned poverty reduction strategies.

Let me turn to the first challenge.

In our review of the HIPC initiative, we found that while the ini-
tiative provides significant debt relief, it is not likely to provide a
lasting exit from debt problems unless countries grow far faster
than they have the past.

For example, for most of the seven countries we analyzed, ex-
ports are projected by the World Bank and the IMF to grow at sig-
nificantly higher rates than historically.

We believe such growth rates are overly optimistic since these
countries rely on primary commodities, such as coffee, for much of
their export revenue.

Past experience has shown that the prices of these commodities
tend to fluctuate over time and, in fact, decline in certain years.
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Failure to achieve the projected levels of economic growth could
lead, once again, to these countries having difficulty repaying their
debt.

Similarly, we found that most of the current recipients of the
IMF’s concessional assistance will require high, continuous eco-
nomic growth to reach the point of graduation from such assist-
ance.

This challenge is substantial, as illustrated by our analysis. The
32 countries that borrowed from the IMF’s concessional facility last
year must average income growth in excess of six percent annually
during the next 15 years in order to graduate. These same coun-
tries had an average growth rate of negative one percent over the
last 15 years.

Turning to the second challenge. We found that governments face
challenges in preparing country-owned poverty reduction strate-
gies. By linking debt relief and poverty reduction, the HIPC initia-
tive has created tension between the desire for countries to receive
quick debt relief, and the time required to create such comprehen-
sive strategies.

Preparing the strategies is complicated. In particular, it is dif-
ficult to develop a country-owned macroeconomic framework for
several reasons.

Many recipient governments have limited technical capacity to
incllependently analyze and effectively negotiate macroeconomic
policies.

Also, the challenges to effectively engaging civil society in a dia-
logue on these very complex matters are significant.

Furthermore, even if these challenges were overcome, a national
dialogue on the choice of effective policies is constrained by the lim-
ited knowledge about how different policies actually affect the econ-
omy and poverty reduction.

Let me conclude with two observations.

First the HIPC initiative represents a step forward in the inter-
national community’s efforts to relieve poor countries of their heavy
debt burdens.

However, as I have noted, the initiative will not likely provide re-
cipient countries with a lasting exit from their debt problems. Also,
the tension between quick debt relief and the time it takes to pre-
pare comprehensive country-owned strategies is likely to continue.

These issues should not be seen, however, as a reason to aban-
don efforts to provide debt relief to eligible countries. Heavily in-
debted poor countries continue to carry unsustainable debt burdens
that are unlikely to be lessened without debt relief.

But participants and observers need to have a more realistic ex-
pectation of what the initiative may actually achieve.

Finally, while countries face difficulties in achieving ownership of
their macroeconomic frameworks, efforts to involve civil society
have potential benefit. Civil society participation may help improve
the allocation of resources within the country.

In addition, if civil society helps establish priorities for poverty
reduction, donors may be willing to increase the amount of re-
sources they provide.

Mr. Chairman, Members of the Subcommittee, this includes my
prepared statement. I will of course be happy to answer questions.
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[The prepared statement Dr. Susan S. Westin can be found on
page 79 in the appendix.]

Chairman BEREUTER. Thank you very much, Dr. Westin.

Next we will hear from Dr. Nancy Birdsall, Senior Associate and
Director, Economic Reform Project, the Carnegie Endowment for
International Peace. Dr. Birdsall, you may proceed as you wish.

STATEMENT OF DR. NANCY BIRDSALL, SENIOR ASSOCIATE
AND DIRECTOR, ECONOMIC REFORM PROJECT, CARNEGIE
ENDOWMENT FOR INTERNATIONAL PEACE

Dr. BIRDSALL. Thank you very much, Mr. Chairman.

Mr. Chairman and distinguished Members of the subcommittee.
Let me start by saying that I will concentrate on the IMF and the
World Bank. And the fact is that these institutions have not been
perfect. But I do want to speak strongly today in favor of continued
strong U.S. support for their involvement in Sub-Saharan Africa.

My principal message is about an idea that has not been dis-
cussed in the statements of subcommittee Members, and that is the
need for more selectivity across countries in Sub-Saharan Africa in
the future lending of these two institutions.

By that I mean a much greater focus on more lending to those
countries that are performing well, that are managing their econo-
mies in reasonable fashion, have managed to avoid corruption,
kleptocratic state and so on. This matters in itself for new lending
and it matters all the more as a follow-up to the HIPC debt relief
initiative to ensure that the benefits of that initiative can be fully
realized.

As the Chairman noted, the lending of these institutions con-
stitutes a relatively small part of all the transfers of all of the do-
nors to Sub-Saharan Africa. So why is it important that they be se-
lective in their lending? It’s important because they are the institu-
tions that have the broadest picture of the economies overall; of the
sectoral activities in transport, in infrastructure; of the state of ju-
dicial reform; of whether contracts are being enforced; and of how
education and health systems are being managed.

So the other donors, particularly in Europe, are very much in-
volved in making grants to African countries. They look to the IMF
and the World Bank to signal which countries are in a position in-
stitutionally, politically, in terms of their economic management
and their policies, to use resources well.

I would like to make four points in the rest of what I say that
I hope are useful for the subcommittee.

The first is that development assistance in Africa can make a dif-
ference. Africa’s problems should not obscure its potential. In par-
ticular, many countries in the last decade in Africa have under-
taken some of the basic reforms, including reducing involvement of
the government in banking, in agricultural marketing, which has
been a kind of burden on poor people and on countries in general,
getting their fiscal houses in order, making the kinds of changes